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INTRO DUCTIO N

On Augus t 22> 2005, Va nco Dire ct US A, LLC ("Va s co Dire ct") or "Applica nt") file d a n
a pplica tion for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") to provide  re s old long
dis ta nce  a nd re s old loca l e xcha nge  te le communica tions  s e rvice s  within the  S ta te  of Arizona .
Th e  Ap p lica n t p e titio n e d  th e  Arizo n a  Co rp o ra tio n  Co mmis s io n  ("Co mmis s io n ") fo r
de te rmina tion tha t its  proposed services  should be  class ified as  competitive .

a

On August 29, 2005, S ta ff issued a  le tte r of deficiency and Data  Request to Vasco Direct.
On De ce mbe r 21 a nd 22, 2005, S ta ff a nd Ms . Be cky He gge lund, on be ha lf of Va nco Dire ct,
dis cus s e d, via  te le phone  communica tion, the  s ta tus  of the  Da ta  Re que s t is s ue d by S ta ff on
August 29, 2005. Ms. Hegge lund expla ined tha t the  da ta  reques t was  not rece ived, pe rhaps  due
to the  we a the r conditions  a nd re la te d proble ms  a s s ocia te d with Hurrica ne  Ka trina  s ince  Ms .
He gge lund's  office  is  loca te d in Me ta irie , Louis ia na . S ta ff a gre e d Ms . He gge lund s hould ta ke
additional time, as needed, to complete  the  response.

Be twe e n Fe brua ry 2006 a nd J uly 2006, S ta ff a nd Ms . He gge lund's  office  e xcha nge d
e ma ils  se ve ra l time s  to de te rmine  the  s ta tus  of the  Da ta  Re que s t re sponse  a nd the  a pplica nt's
in te re s t in  p roce e ding  with  its C C &N applica tion. The  a pplica nt re ma ine d inte re s te d in
comple ting  its  CC&N a pp lica tion  a nd  ind ica te d  it wa s  con tinu ing  to  ga the r the  ne e de d
informa tion.

By P roce dura l Orde re d is s ue d on Augus t 30, 2006, S ta ff wa s  re quire d to provide  a n
update  by September 29, 2006. On September 27, 2006, Ms. Heggelund expla ined via  email tha t
the  de la y in re sponding to S ta ffs  Da ta  Re que s t a nd subse que nt communica tions  wa s  due  to a
continuing s horta ge  of s ta ff a nd re s ource s  s till linke d to Hurrica ne  Ka trina . Ms . He gge lund
indica te d tha t Va nco Dire ct re ma ine d inte re s te d in comple ting its  CC&N a pplica tion a nd would
be  submitting its  re sponse s . On S e pte mbe r 29, 2006, S ta ff file d its  re comme nda tion tha t this
docke t remain open.

On October 3, 2006, Vanco Direct filed its  re sponses  to S ta ffs  Firs t Da ta  Request and on
Fe brua ry 16, 2007, S ta ff is s ue d a  S e cond S e t of Da ta  Re que s ts  to re a ffirm informa l e ma il
requests  initia ted in October 2006.

On April 27, 2007, Va nco Dire ct tile d a n a pplica tion to inform the  Commis s ion of a
tra nsa ction whe re by Lloyds  TS B Ba nk P LC will ma ke  a va ila ble  to Va sco Dire ct a nd ce rta in of
its  a ffilia te s , the  sum of 100 Million P ounds  S te rling which will be  se cure d by the  gua ra nte e  of
Va nco  Dire ct, a  s e curity in te re s t in  Va s co  Dire ct's  a s s e ts  a nd  p le dge  of Va nco  Dire ct's
membership inte res ts  in Docke t No. T-20404A-07- 0261.

1.

On June  5, 2007, by P rocedura l Orde r, Docke t Nos . T-20404A-05-0599 and T-20404A-
07- 0261 were  consolida ted.
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On Augus t 13, 2007, Va nco Dire ct file d a  re vis e d a pplica tion to provide  re s old long
dis tance  and resold priva te  line  te lecommunica tions  se rvices  within the  S ta te  of Arizona .

S ta ffs  re vie w of a pplica tion T-20404A-07-0261 will be  tile d  unde r s e pa ra te  cove r,
concurrent with this  s ta ff report.

S ta ff" s  review of this  applica tion addresses  the  overa ll fitness  of the  Applicant to rece ive
a  CC&N. S ta ffs  ana lys is  a lso cons ide rs  whe the r the  Applicant's  se rvices  should be  cla ss ified a s
compe titive  and if the  Applicant's  initia l ra te s  a re  jus t and reasonable .

TECHNICAL CAP ABILITY TO P ROVIDE THE REQUES TED S ERVICES

Va nco Dire ct, a  s ubs id ia ry of Va nco Group Limite d , a  Britis h  te le communica tions
company, was incorpora ted on February 3, 2005.

S ta ff re s e a rc h  in d ic a te s  th a t th e  Ap p lic a n t's  p a re n t is a  la rg e  in te rn a tio n a l
te le communica tions  compa ny, founde d in  1988, tha t ope ra te s  a nd offe rs  s e rvice s  in  230
countrie s  a nd te rritorie s  in the  world. Additiona lly, Va nco ma na ge s  ne tworks  for clie nts  in 152
countrie s . Attachment A outline s  the  his tory of the  Applicant's  Pa rent.

The  Applica nt be e n a pprove d for a nd provide s  inte re xcha nge  te le communica tions
s e rvice s  in 31 s ta te s  - Ala ba ma , Ca lifornia , Conne cticut, De la wa re , Ge orgia , Illinois , India na ,
Ke ntucky, Louis ia na , Ma ine , Ma ryla nd, Ma s s a chus e tts , Mis s is s ippi, Monta na , Ne bra s ka ,
Ne va d a ,  Ne w Ha mp s h ire ,  Ne w J e rs e y,  Ne w Me xico ,  Ne w Yo rk,  No rth  Ca ro lin a ,  Oh io ,
P e nns ylva nia , Rhode  Is la nd, S outh Ca rolina , S outh Da kota , Te nne s s e e , Ve rmont, Virginia ,
Washington, Wyoming.

Based on the  informa tion submitted by the  Applicant and S ta ff s research, Staff be lieves
tha t Vanco Direct possesses  the  technica l capabilitie s  to provide  the  se rvices  it is  reques ting the
a uthority to provide .

FINANCIAL CAP ABILITY TO P ROVIDE THE REQUES TED S ERVICES

Va s co Dire ct ha s  s ta te d it will re ly on the  fina ncia l ca pa bility of its  a ffilia te  Va s co UK
Limite d to fund its  ope ra tions  within the  S ta te  of Arizona . Va s co UK Limite d is  100% owne d
by the  pa rent company, Vanco Group Limited.

The  Applica nt provide d S ta ff with the  P a re nt Compa ny's  mos t re ce nt Annua l Re port
which include s  fina ncia l informa tion for the  ye a rs  e nding J a nua ry 31, 2006 a nd 2007. Va s co

2.

3.

Unaudited Vasco Direct financia ls  for full-yea r 2006 were  a lso provided. The  s ta tements
lis t tota l a sse ts  of$46,601,060 and ne t income  of($l,437,779).
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The  Applica nt s ta te s  in its  propos e d Ta riff No. 1, S e ction 2.7.3, pa ge  13, tha t "The
compa ny will not colle ct de pos its  or a dva nce d pa yme nts  from Arizona  cus tome rs ." S ince  the
Applicant does  not propose  to collect deposits  or advance  payments  and is  not seeking authority
to provide  loca l exchange  se rvices , S ta ff does  not be lieve  a  pe rformance  bond or an irrevocable
s ight dra ft Le tte r of Credit is  warranted.

ES TABLIS HING RATES  AND CHARGES

The  Applica nt would initia lly be  providing s e rvice  in a re a s  whe re  a n incumbe nt loca l
e xcha nge  ca rrie r ("ILEC"), a long with va rious  compe titive  loca l e xcha nge  ca rrie rs  ("CLECs ")
and inte rexchange  can-ie rs  a re  providing te lephone  se rvice . There fore , the  Applicant would have
to compe te  with thos e  provide rs  in orde r to obta in s ubs cribe rs  to its  s e rvice s . The  Applica nt
would be  a  new entrant and would face  compe tition from both an incumbent provide r and othe r
compe titive  provide rs  in offe ring s e rvice  to its  pote ntia l cus tome rs . The re fore , the  Applica nt
would gene ra lly not be  able  to exe rt marke t power. Thus , the  compe titive  process  should re sult
in ra tes that are  just and reasonable .

Both a n a ctua l ra te  a nd a  ma ximum ra te  ma y be  lis te d for e a ch compe titive  s e rvice
offe re d. The  ra te  cha rge d for a  se rvice  ma y not be  le ss  tha n the  Compa ny's  tota l se rvice  long-
run incrementa l cos t of providing the  se rvice  pursuant to A.A.C. Rl4~2-1109.

The  ra te s  propos e d by this  filing a re  for compe titive  s e rvice s . In ge ne ra l, ra te s  for
compe titive  se rvices  a re  not se t according to ra te  of re turn regula tion. S ta ff obta ined infonna tion
from the  company indica ting tha t its  fa ir va lue  ra te  base  is  ze ro. Accordingly, the  company's  fa ir
va lue  ra te  base  is  too small to be  useful in a  fa ir va lue  ana lysis .

S ta ff has  reviewed these  ra tes  and be lieves  they a re  comparable  to the  ra tes  charged by
compe titive  loca l ca rrie rs , loca l incumbent ca rrie rs  and ma jor long dis tance  cante rs  ope ra ting in
the  S ta te  of Arizona . The re fore , while  S ta ff cons ide re d the  fa ir va lue  ra te  ba s e  informa tion
s ubmitte d by the  compa ny, the  fa ir va lue  ra te  ba s e  informa tion provide d s hould not be  give n
substantia l we ight in this  ana lys is .

REVIEW OF COMP LAINT INFORMATION

According to the  Applica nt, Va nco Dire ct ha s  ne ithe r ha d a n a pplica tion for s e rvice
de nie d, nor re voke d in a ny s ta te . Cons ume r S e rvice s  re ports  no compla int his tory within
Arizona , and Staff s  research did not disclose  any compla ints  in other Sta tes .

4.

The  Applicant indica ted tha t none  of its  office rs , directors  or pa rtne rs  have  been involved
in a ny civil or crimina l inve s tiga tions , or a ny fonta l or informa l compla ints . The  Applica nt a lso
indica ted tha t none  of its  office rs , directors  or pa rtne rs  have  been convicted of any crimina l acts
in the  past ten (10) years . See  a ttachments  B, C, D and E for additiona l information.
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COMP ETITIVE S ERVICES  ANALYS IS

The  Applica nt ha s  pe titione d the  Commiss ion for a  de te rmina tion tha t the  s e rvice s  it is
seeking to provide  should be  class ified as  competitive .

6 .1 CQMP ETITIVE S ERVICES  ANALYS IS  FOR INTEREXCHANGE S ERVICES

6.1.1 A description of the general economic conditions that exist, which makes the
relevant market for the service one that, is competitive.

The  inte re xcha nge  ma rke t tha t the  Applica nt s e e ks  to e nte r is  one  in which nume rous
facilities-based and resold inte rexchange  carrie rs  have  been authorized to provide  se rvice
throughout the  S ta te . The  Applica nt will be  a  ne w e ntra nt in this  ma rke t a nd, a s  s uch,
will have  to compete  with those  companies  in order to obta in customers .

6.1.2 The number of alternative providers of the service.

There  a re  a  la rge  number of facilitie s -based and re sold inte rexchange  ca rrie rs  providing
both inte rLATA a nd intra LATA inte re xcha nge  se rvice  throughout the  S ta te . In a ddition,
various  ILE Cs provide  intraLATA inte rexchange  se rvice  in many a reas  of the  S ta te .

6.1.3 The  e s tima te d ma rke t sha re held by each a lte rna tive provider of the  s e rvice .

The  la rge  fa cilitie s -ba s e d  in te re xcha nge  ca rrie rs  (AT&T, S prin t, MCI, e tc .) hold  a
ma jority of the  inte rLATA inte re xcha nge  ma rke t, a nd the  ILE Cs  provide  a  la rge  portion
of the  intra LATA inte re xcha nge  ma rke t. Nume rous  othe r inte re xcha nge  e a rne rs  ha ve  a
sma lle r pa rt of the  marke t and one  in which new entrants  do not have  a  long his tory with
any customers .

6.1.4 The  na me s  a nd  a ddre s s e s  o f a ny a lte rna tive  p rovide rs  o f the  s e rvic e  tha t a re  a ls o
a ffilia te s  of the  te lecommunica tions  Applicant, a s  de fined in  A.A.C. R14-2-801.

None .

6.1.5 The ability of alternative providers to make functionally equivalent or substitute
services readily available at competitive rates, terms and conditions.

6.

Both facilitie s -based and resold inte rexchange  ca rrie rs  have  the  ability to offe r the  same
services  tha t the  Applicant has  reques ted in the ir re spective  se rvice  ten-itorie s . S imila rly
ma ny of the  ILE Cs  offe r s imila r intra LATA toll se rvice s .
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6.1.6 Other indicators of market power, which may include growth and shifts in market
share, ease of entry and exit, and any affiliation between and among alternative
providers of the service(s).

The inte rexchange  service  marke t is :

One  with numerous  compe titors  and limited bante rs  to entry.

One  in which es tablished inte rexchange  cante rs  have  had an exis ting re la tionship
with the ir cus tome rs  tha t the  ne w e ntra nts  will ha ve  to ove rcome  if the y wa nt to
compete  in the  market.

One  in which the  Applica nt will not ha ve  the  ca pa bility to a dve rse ly a ffe ct price s
or res trict output to the  de triment of te lephone  service  subscribers .

6.2 COMP ETITIVE S ERVICES  ANALYS IS  FOR P RIVATE LINE S ERVICES

6.2.1 Priva te  Line  Services

P riva te  line  s e rvice  is  a  dire ct circuit or cha nne l spe cifica lly de dica te d to the  use  of a n
end use r organiza tion for the  purpose  of directly connecting two or more  s ite s  in a  multi-
s ite  e nte rprise . P riva te  line  se rvice  provide s  a  me a ns  by which cus tome rs  ma y tra nsmit
and rece ive  messages and da ta  among various customer loca tions over facilities  opera ted
a nd provide d by the  Applica nt. The  Applica nt is  the re fore  e nga ge d in  providing
te le communica tions  se rvice  for hire  to the  public, which tits  the  de finition of a  common
ca n'ie r a nd a  public se rvice  corpora tion. S ta ff be lie ve s  the  Commiss ion ha s  jurisdiction
ove r the  s e rvice s  to be  provide d by the  Applica nt. S ta ff a ls o be lie ve s  a  he a ring is
necessary.

6.2.2 Des cription of Reques ted Services

Va s co Dire ct propos e s  to provide  priva te  line  s e rvice . P riva te  line  s e rvice  is  a  dire ct
circuit or cha nne l s pe cifica lly de dica te d to the  us e  of a n e nd us e r orga niza tion for the
purpose  of directly connecting two or more  s ite s  in a  multi-s ite  ente rprise .

6.2.3 A description of the general economic conditions that make the relevant market for
the service one that is competitive.

b.

c.

a.

Inte re xcha nge  ca rrie rs  ("IXCs ") hold a  s ubs ta ntia l s ha re  of the  priva te  line  s e rvice
ma rke t. Also, a  numbe r of ILE Cs  a nd CLECs  ha ve  be e n a uthorize d to provide  priva te
line  s e rvice . The  Applica nt will be  e nte ring the  ma rke t a s  a n  a lte ra tive  provide r of
priva te  line  a nd, a s  s uch, the  Applica nt will ha ve  to  compe te  with  s e ve ra l e xis ting
companies in order to obta in customers.
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6.2.4 The  number of a lte rna tive  providers  of the  s e rvice .

IXCs  a re  the  prima ry provide rs  of priva te  line  s e rvice  in the  S ta te . S e ve ra l ILE Cs  a nd
CLECs a lso provide  priva te  line  se rvice .

6.2.5 The estimated market share held by each alternative provider of the service.

IXCs  hold a  subs tantia l sha re  of the  priva te  line  marke t. ILE Cs  and CLECs like ly have  a
smalle r share  of the  priva te  line  marke t,

6.2.6 The names and addresses of any alternative providers of the service that are also
affiliates of the telecommunications Applicant, as defined in A.A.C. R14-2-801.

None

6.2.7 The  a b ility o f a lte rna tive  p rovide rs  to  ma ke  functiona lly e qu iva le n t o r s ubs titu te
s e rvice s  re a dily a va ila ble  a t compe titive  ra te s , te rms  a nd conditions .

IXCs have  the  ability to offe r the  same  se rvices  tha t the  Applicant has  reques ted in the ir
re s pe ctive  s e rvice  te nitorie s . S im ila rly,  m a n y o f th e  lLE C s  a n d  C LE C s  o ffe r
subs tantia lly s imila r se rvices .

RECOMMENDATIONS

The  following sections  conta in the  S ta ff recommenda tions  on the  applica tion for a  CC&N
and the  Applicant's  pe tition for a  Commiss ion de te rmina tion tha t its  proposed se rvices  should be
class ified as  competitive .

7.1 RECOMMENDATIONS  ON THE AP P LICATION FOR A CC&N

S ta ff re comme nds  tha t App lica n t's  a pp lica tion  fo r a  CC&N to  p rovide  in tra s ta te
te le communica tions  s e rvice s , a s  lis te d in this  Re port, be  gra nte d. In  a ddition, S ta ff iirrthe r
recommends:

Tha t the  Applica nt complie s  with a ll Commiss ion Rule s , Orde rs  a nd othe r re quire me nts
re levant to the  provis ion of intras ta te  te lecommunica tions  se rvices ,

2. Tha t the  Applica nt a bide s  by the  qua lity of se rvice  s ta nda rds  tha t we re  a pprove d by the
Commiss ion for Qwest in Docke t No. T-010518393-0183,

7.

3. Tha t the  Applicant be  prohibited from baning access  to a lte rna tive  loca l exchange  se rvice
provide rs  who wis h to s e rve  a re a s  whe re  the  Applica nt is  the  only provide r of loca l
exchange  se rvice  facilitie s ,

1.
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4. Tha t the  Applica nt be  re quire d to notify the  Commis s ion imme dia te ly upon cha nge s  to
the  Applicant's  name, address  or te lephone  number,

Tha t the  Applica nt coope ra te  with Commiss ion inve s tiga tions  including, but not limite d
to cus tomer compla ints ,

6 . The  ra te s  propos e d by this  filing a re  for compe titive  s e rvice s . In ge ne ra l, ra te s  for
compe titive  s e rvice s  a re  not s e t a ccording to ra te  of re turn re gula tion, S ta ff obta ine d
informa tion from the  compa ny a nd ha s  de te rmine d tha t its  fa ir va lue  ra te  ba se  is  ze ro.
Sta ff has  reviewed the  ra tes  to be  charged by the  Applicant and be lieves  they a re  just and
re a sona ble  a s  the y a re  compa ra ble  to othe r compe titive  loca l ca nte rs , loca l incumbe nt
ca nte rs  a nd ma jor long dis ta nce  compa nie s  offe ring se rvice  in Arizona  a nd compa ra ble
to the  ra te s  the  Applicant cha rges  in othe r jurisdictions . The  ra te  to be  ultima te ly cha rged
by the  compa ny will be  he a vily in flue nce d  by the  ma rke t. The re fore , while  S ta ff
cons ide red the  fa ir va lue  ra te  base  informa tion submitted by the  company, the  fa ir va lue
informa tion provided was  not given subs tantia l we ight in this  ana lys is ,

Tha t the  Applica nt offe r Ca lle r ID with the  ca pa bility to toggle  be twe e n blocking a rid
unblocking the  transmission of the  te lephone  number a t no charge ,

8. Tha t the  Applica nt offe r La s t Ca ll Re turn s e rvice  tha t will not re turn ca lls  to te le phone
numbers  tha t have  the  privacy indica tor activa ted,

9. S ta ff furthe r re comme nds  tha t the  Commis s ion a uthorize  the  Applica nt to dis count its
ra tes and service  charges to the  marginalcost of providing the  se rvice s ,

S ta ff furthe r re comme nds  tha t the  Applica nt be  orde re d to comply with the  following. If
it does  not do so, the  Applicant's  CC&N sha ll become null and void a fte r due  process .

1. The  Applica nt s ha ll docke t conforming ta riffs  for e a ch s e rvice  within its  CC&N within
365 da ys  from the  da te  of a n Orde r in this  ma tte r or 30 da ys  prior to providing se rvice ,
whicheve r comes  firs t. The  ta riffs  submitted sha ll coincide  with the  applica tion and s ta te
tha t the  Applica nt doe s  not colle ct a dva nce s , de pos its  a nd/or pre pa yme nts  from its
customers.

2. The  Applica nt s ha ll:

7.

5.

a . If a t some  time  in the  future  the  Applica nt doe s  de cide  to colle ct a dva nce s , de pos its
a nd/or pre pa yme nts  from its  cus tome rs , S ta ff re comme nds  tha t the  Applica nt be
re quire d  to  tile  a n  a pplica tion  with  the  Commis s ion  a nd  tha t the  Applica n t be
re quire d to e s ta blish a n a ppropria te  pe rforma nce  bond or the  irre voca ble  s ight dra ft
Le tte r of Cre dit for the  corre s ponding s e rvice s . Such re que s t mus t re fe re nce  the
de cis ion in this  docke t a nd mus t e xpla in the  Applica nt's  pla ns  to colle ct a dva nce s ,
deposits  and/or prepayments from its  customers.
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7.2 RECOMMENDATION ON THE APPLICANT'S PETITION
PROPOSED SERVICES CLASSIFIED AS COMPETITIVE

T O  H AV E  I T S

Staff believes that the Applicant's proposed services should be classified as competitive.
There are alternatives to the Applicant's services. The Applicant will have to convince
customers to purchase its services, and the Applicant has no ability to adversely affect the local
exchange or interexchange service markets. Therefore, the Applicant currently has no market
power in the local exchange or interexchange service markets where alternative providers of
telecommunications services exist. Staff therefore recommends that the Applicant's proposed
services be classified as competitive.



ATTACHMENT A

His tory of Vance

1988 - Vanco exists as an unsuccessful data services company. It is purchased by the current
CEO, Allen Timpany, for £1 with the intention of taking advantage of the newly De-regulated
telecommunications market.

1989 - Vanco no longer operates within bureau services and, instead, begins operation in the
provisioning of managed data  networks.  Their  first  client  is  Leamington Spa Building
Society in London.

1990 - Significant new clients help a turnover of £2 million for Vanco to move out of debt
and plan a major re-investment for future growth.

1991 1992 - Vanco carries out the migration of its backbone from X25 and TDM to a single
operating system that results in a great cost savings for the company and its clients.

1993 - The first non-UK office is established in Madrid, Spain.

1994 - Vance opens an office up in Amsterdam, Netherlands.

1995 - Vasco opens an office up in Germany. Vasco adopts Cisco as the network industry
equipment standard.

1996 - Vanco reports profits in excess of £1 million for the first time in the history of the
company, on turnover of over £8 million. Company headquarters are relocated to new offices
in Isleworth, Middlesex, England.

1997 - Vasco establishes an e-Business division, as well as an office in New York in the
United States, Vasco is voted Wide Area Network Outsourcer of the Year by the National
Outsourcings Association ([1]).

1998 1999 - Vasco is recognized as one of the fastest growing companies in the UK, and is
included in the Deloitte & Touche "Hot 100" ([2]). Vanco also establishes its e-Security
division and moves its operations outside the continental Europe into North Africa and Asia
Pacific, and introduces zero-downtime Cascade technology into its network backbone. Vanco
is once again voted Wide Area Network Outsourcer of the Year by the NOA ([3]).

2000 - Vasco sees record profits of £2.9 million and earns a place amongst the Hot 500
Global growth IT companies ([4]). Vanco is also voted as Network Outsourcer of the Year at
the Network Industry Awards ([5]).

2001 - Vanco is successfully listed on the main market of the London Stock Exchange.
Significant client listings contribute to another year of financial growth, with revenue up
43.6% and profits up to ;E3.1 million. Vanco is recognized by the Sunday Times as one of the
top 100 fastest  growing profitable companies in the UK ([6]).  Vasco is  a lso voted as
European Communications Service Provider of the Year at the ISP Awards ([7]).

1



• 2002 - Va s co confine s  a  15-ye a r re cord of uninte ntlpte d re ve nue  growth. Turnove r is  up

incre a s e ) inve s tme nt in s ta ff re cl'Llime nt a nd de ve lopme nt, a s  we ll a s  the  la unch of Vzchoice ,
the  world 's  firs t g loba l fle xible  be ne fits  s che me  ([8], [9]). Globa l s e rvice  a va ila bility is
e xte nde d to 230 countrie s  a nd te nitorie s , a nd ne w cus tome r s e rvice  initia tive s  include  O-
zone , which Vanco cla imed to be  the  industry's  most advanced online  ne twork se rvices  porta l

(1101, [11l)~

• 2003 - Va s co incre a s e s  the  numbe r of countrie s  with ma na ge d s olutions  to 83. Va s co is
re cogn ize d  a s  "Ou ts ource r o f the  Ye a r" by Computing  ([la ],  [13 ],  [la ]) a nd  "S e rvice
P ro vid e r o f th e  Ye a r" b y th e  Ne two rkin g  In d u s try Awa rd s  ([l5 ],  [1 6 ]).  Th e  W o rld
Communica tion Awa rds  highly comme nds  Va nco's  cus tome r s e rvice . P rofit is  re porte d up

MP LS  Ma trix s o lu tion  ([l'7 ]),  e na b ling  mu lti-ca rrie r ne tworks  ba s e d  on  MP LS  to  be
managed as a  single  entity.

• 2004 - Financia l re sults  represent the  17th consecutive  yea r of s trong profitable  growth, with

now ha s  cus tome rs  in 142 countrie s  globa lly. Va nco is  pla ce d on the  Le a de r's  Qua dra nt of
the  Ga rtne r Ma gic Qua dra nt for Ne twork S e rvice  P rovide rs  in Europe  ([l8],[l9]) - the  only
VNO amongs t four a sse t-based ca rrie rs . Vanco is  aga in voted "Bes t Se rvice  P rovide r of the
Ye a r" a t the  2004 Ne tworking Indus try Awa rds  ([20], [a l]), a nd is  lis te d in the  "l00 Be s t
Unde r a  Billion" with Forbes  magazine  ([22], [23]). For the  2nd yea r in success ion, Vanco is
lis te d in the  De loitte  Te chnology EMEA Fa s t 500 ([24], [25]), a nd in Aus tra lia  a nd As ia ,
Vasco is  lis ted a s  the  yea r's  "MIS  Ris ing S ta rs  25" ([26], [27]).

• 2005 - Va nco purcha s e s  a  te le communica tions  compa ny na me d Unive rs a l Acce s s  tha t is
s itua te d in downtown Chica go, Illinois  in the  Unite d S ta te s  ([28]). Unive rs a l Acce s s  ha d
undergone a  bankruptcy in early 2005 and had started to liquidate  its  asse ts  and was unable  to
continue  because  of its  debt load. With the  purchase  of Unive rsa l Access , Vanco ga ins  the
opportunity of working with la ye r l a nd la ye r 3 a cce s s  within the  Unite d S ta te s , a s  we ll a s
further expanding its  presence  in the  United Sta tes .

Source: http2//e nwikipe dia .org/wiki/Va nco#His torv of Va nce, July 24, 2007
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Attachment B

Inte rne t and FCC Research on Key Ufiicers , Directors
and Affiliates noted in Vanco Direct's  application:

John Bush House , Office r/Dire ctor/Owne r of VNO Dire ct Limite d

1 .

2 .

3 .

Numerous  Inte rne t hits , a ll of genera l na ture
Nothing found in compla ints .co1n.
No evidence  of any fonta l or informa l compla int proceedings  pending be fore  any
sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement
agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) yea rs .
Nothing found in sea rch of FCC Quarte rly Reports  On Informa l Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006

Edwa rd Alle n Timpa ni, Office r/Dire ctor
1. Seve ra l Google  hits , a ll of gene ra l na ture
2. Nothing found in compla ints .com.
3. No e vide nce  of a ny fonta l or informa l compla int proce e dings  pe nding be fore  a ny

sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement

5.

agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) yea rs .
Nothing found in sea rch of FCC Quarte rly Reports  On Infonna l Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006

Simon John Hargreaves , Office r/Director
1. Seve ra l Google  hits , a ll of gene ra l na ture
2. Nothing found in compla ints com
3. No evidence  of any forma l or informa l compla int proceedings  pending be fore  any

sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement

4.

4.

5.

4.
agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) years .
Nothing found in sea rch of FCC Quarte rly Reports  On Informal Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006

5.



Te d Ra ffe tto, Office r/Dire ctor
1. Nume rous  Inte rne t hits , a ll of ge ne ra l na ture
2. Nothing found in compla ints .com
3. No evidence  of any forma l or informa l compla int proceedings  pending be fore  any

sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement
agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) yea rs .
Nothing found in sea rch of FCC Quarte rly Reports  On Informa l Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006

Va nco Dire ct Limite d
l. Nume rous  Inte rne t hits , a ll of ge ne ra l na ture
2. Nothing found in compla ints .com
3. No evidence  of any forma l or informa l compla int proceedings  pending be fore  any

sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement

5.

agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) yea rs .
Nothing found in sea rch of FCC Quarte rly Reports  On Informa l Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006

Va s co UK Limite d
1. Seve ra l Google  hits , a ll of gene ra l na ture
2. Nothing found in compla ints .com
3. S e e  Atta chme nt B for informa tion re la te d to compla int file d by Va nco UK

Limite d ve rs ion British Te le com on De ce mbe r l l, 2002
4. No evidence  of any forma l or informa l compla int proceedings  pending be fore  any

sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement

7.
8.

agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) years .
Nothing found in sea rch of FCC Quarte rly Reports  On Informal Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006
See  Attachment C for information on FCC s ite .
See  Attachment D for informa tion rega rding Applica tion of Unive rsa l Access ,
Inc., De btor-In-Posse ss ion And Va nco Dire ct USA, LLC To Tra ns fe r Control Of
Unive rsa l Access , Inc., Debtor-In-Possess ion To Vanco Direct USA, LLC, WC
Docket No. 05-187, June  6, 2005

4.

6.

5.

4.

5.

W l l l l l l l l



VNO Dire ct Limite d
1. Seve ra l Google  hits , a ll of gene ra l na ture
2. Nothing found in compla ints .com
3. No evidence  of any forma l or informa l compla int proceedings  pending be fore  any

sta te  or federa l regula tory commission, adminis tra tive  agency, or law enforcement

4.

5.

agency.
No evidence  of any civil or crimina l inves tiga tion, or had judgments  ente red in
any civil ma tte r, judgments  levied by any adminis tra tive  or regula tory agency, or
been convicted of any crimina l acts  within the  la s t ten (10) yea rs .
Nothing found in sea rch of FCC Quarte rly Reports  On Informa l Consumer
Inquirie s  And Compla ints  for 2004, 2005 and 2006



Attachment C

http://www.ofcom.org.uk/s ta tic/a rchive /ofte l/publica tions /comp bull/a rchive /bu1127_htm

Informa tion Loca ted Octobe r 4, 2007 by Commiss ion S ta ff

Complaint against BT offering unpublished/non-transparent discounts

Complainant: Vasco UK Limited

Complaint against: BT

Case opened: 11 December 2002

Issue: BT's use of a 3rd party agent (indirect sales channel) to offer an unpublished
and non-transparent discount to an existing customer

Relevant instrument: Condition 54.9 of BT's license

Vasco, a global virtual network operator claims that BT has introduced a third
party sales agent as a device for the purpose of making available an individual
discount package to one of BT's existing customers in respect of certain access
products. Vasco states that BT has made available a discount specifically designed
to counter a proposal by Vasco to provide the same products to the customer for a
lower price.

Vasco claims that BT is in breach of its licence, in so much that it has offered a
price for standard regulated products below the published price, which amounts to
a non-transparent and unpublished discount. Vasco also claims that by offering this
discount BT is unduly preferring one retail customer to the detriment of other retail
customers who may not have access to a similar discount arrangement. Vasco has
therefore asked Of tel to take immediate enforcement action against BT to remedy
the licence breach.

Upda te note

It appears to Of tel that BT has effectively offered a discount scheme to a customer
which is not transparent and has not been published, contrary to the conditions of
its licence. Therefore, on 10 February 2003 Of tel issued a provisional order against
BT compelling BT to abide by condition 54.9 in relation to this complaint. BT has
subsequently withdrawn the offer to the customer and in this respect, BT is in
compliance with its licence condition to make transparent and publish information
about discounts offered to customers.

BT ac ted within  the  three  days  s e t in  the  provis iona l order. As  BT is  now in
compliance  with  its  licence , Of te l will not confirm the  Provis iona l Order.

Case leader: KalpeshBrahmbhatt (ext 8826)

Case reference: CW/00576/12/02
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Federal Communications Commission
445 12"' St., S.W.
Washington, D.C. 20554

News Media Information 202 / 418-0500
Internet: h&p:// .fcc.gov

: 1 -888-835-5322

DA 05-1961

J u ly 6, 2005

DOMESTIC AUTHORIZATION GRANTED

AP P LICATIO N O F  UNIVE RS AL ACCE S S ,  INC. ,  DE BTO R-IN-P O S S E S S IO N AND VANCO
DIR E C T US A,  LLC  TO  TR ANS F E R  C O NTR O L O F  UNIVE R S AL AC C E S S ,  INC . ,  DE B TO R -IN-

P O S S ES S IO N TO  VANCO  DIRECT US A,  LLC

WC Docket No. 05-187

By the Chief, Wireline Competition Bureau:

On April 25, 2005, Universal Access, Inc., Debtor-in-Possession ("UAI"), and Vanco Direct
USA, LLC ("Vanco") (collectively, "Applicants") tiled an application pursuant to sections 63.03 and
63.04 of the Commission's rules] requesting approval to transfer the control of UAI's domestic
authorization to Vanco.2 Vanco, a Delaware limited liability company, is a non-dominant carrier that
provides interstate private line service throughout the United States. Vanco is 100% owned by VNO
Direct Limited, a United Kingdom corporation. VNO Direct Limited is 100% owned by Vasco Group
Limited, a United Kingdom corporation. Vanco Group Limited is 100% owned by Vanco PLC, a United
Kingdom corporation, with a majority ownership interest currently held by Edward Allen Tirnpany, a
United Kingdom citizen. No other individual or entity owns 10% or more of the voting shares in Vanco
PLC.

Applicants  reques t approva l of the trans fer of control pursuant to an as set purchase agreement
(the  "Agreement"). Under the  Agreement, Va nco will a cquire  s ubs ta ntia lly a ll of the  a s s e ts  of UAI,
including but not limited to UAI's  cus tomer a ccounts , s ubject to the a pprova l of the United S ta tes
Ba nkruptcy Court for the  Northern Dis trict of Illinois , Ea s te rn Divis ion (the  "Ba nkruptcy Court") in the
ma tter entitled In Re; Univers a l Acces s  Globa l Holdings , Inc., e t a l., Ca s e No. 04 B 28747 (J ointly
Adminis tered). A copy of the  order of the  Ba nkruptcy Court a uthorizing the  s a le  will be  filed with the
Commis s ion upon is s ua nce . UAI is  a  wholly owned s ubs idia ry of Univers a l Acces s  Globa l Holdings ,
Inc. ("UAXS "). S ince  Augus t of 2004, UAXS , UAI, a nd ea ch of UAI's  wholly owned dom es tic
s ubs idia ries , ha ve been opera ting under the protection of the Ba nkruptcy Court. The Agreement is  s till
pending a pprova l of the  Ba nkruptcy Court.

l

Applicants have also filed an application to transfer control of their International Section 214 authority.
Any action on this domestic section 214 application is without prejudice to Commission action on other related
applications.
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The Commiss ion relea sed a  public notice accepting this  applica tion for s treamlined proces s ing on
May 18, 2005.3 Subsequently, on June 1, 2005, the United S ta tes  Depa rtment of Jus tice, including the
Federa l Burea u of Inves tiga tion, with the concurrence of the United S ta tes  Depa rtment of Homela nd
Security (collectively, the  "Agencies "), filed with the  Commis s ion a  reques t to defer a ction on this
a pplica tion until s uch time a s  the Agencies  (i) notify the Commis s ion tha t the potentia l na tiona l s ecurity,
law enforcement, and public s a fety is sues  ra is ed by the applica tion have or have not been resolved, and
(ii) on tha t bas is , reques t appropria te action by the Commiss ion.'* On June 29, 2005, the Agencies  filed a
le tter a s king the  Commis s ion to withdra w the  Agencies ' reques t to defer the  a pplica tion. The Agencies
advised the Commiss ion tha t they no longer object to the grant of the ins tant applica tion based on the
informa tion provided to the  Agencies  by Va nco a nd a na lys is  by the Agencies  of potentia l na tiona l
security, law enforcement and public sa fety is sues .5

Cons is tent with Commiss ion precedent, the Bureau accords  the appropria te level of deference to
the Executive Branch Agencies ' expertis e  on na tiona l s ecurity and law enforcement is s ues .6 The
Agencies  have notified the Commis s ion tha t they have no objection to the applica tion.

The Wireline Competition Burea u finds , upon cons idera tion of the record, tha t gra nt of the
a pplica tion will s erve the public interes t, convenience, a nd neces s ity.7 Specifica lly, in a ccorda nce with
the reques t of the Executive Branch Agencies , in the abs ence of any objection from the Applicants ,

0.291 of the Commiss ion's  ru1es ,g the Wireline Competition Bureau hereby grants  this  applica tion.

Domestic Section 214 Application FiledforAcquisition of Assets and Transfer of ControI of UniversaI
Access, Ire., Debtor-in-Possession, to Vance Direel USA,LLC, WC 05-187, Public Notice, DA 05-1372 (rel. May
18, 2005).

3

See Domestic Section 214 Application Filed for Acquisition of Assets and Transfer of ControI ofUniver.vaI
Access, Inc., Debtor-in-Possession, to Vasco Direct, USA,LLC, WC Docket No. 05-187, Request to Defer (filed
Jun. 1, 2005),

4

5 See Request to Withdraw Request to Defer Domestic 214 Application Filed for Acquisition of Assets and
Transfer of ControI of Universal Access Inc., Debtor-in-Possession, to Vasco Direct USA, LLC, WC Docket No. 05-
187, DA 05-1372, Request to Withdraw (filed Jun. 29, 2005).

The Commission considers national security, law enforcement, foreign policy, and trade policy concerns
when analyzing a transfer of control or assignment application in which foreign ownership is an issue. See
Amendment of the Commission 's Regulatory Policies to Allow Non-US. Licensed Satellites Providing Domestic and
International Service in ire UnitedStates, RepoN and Order, 12 FCC Rcd 24094, 24170-72, W 178-182 (1997)
("DISCO II Order"),Rules and Policies on Foreign Participation in the US. Telecommunications Market,Report
and Order and Order on Reconsideration, 12 FCC Red 23891, 23919-921, W 61-66 (1997), Order on
Reconsideration, 15 FCC Red 18158 (2000) ("Foreign Participation Order"). In assessing the public interest, the
Commission considers the record and accords the appropriate level of deference to Executive Branch expertise on
national security and law enforcement issues. See Foreign Partiezpation Order, 12 FCC Rcd at 23919-921, 111161-
66, see also Applications of XO Communications, Inc. for Consent to Transfer Control of Licenses and
Authorizations Pursuant to Sections 214 and 310(d) of the Communications Act, and Petition for Declaratory
Ruling Pursuant to Section 310(b)(4) of the Communications Act,IB Docket No. 02-50, Memorandum Opinion &
Order, 17 FCC Rcd 19212, 19228-29, 'Ni 36-40.

6

U.S. interstate interexchange market of less than 10 percent, and will provide competitive telephone exchange
services or exchange access services exclusively in geographic areas served by a dominant local exchange carrier in
the U.S. that is not a party to the transaction. In addition, no party to this transaction is dominant with respect to any
domestic service.

7

8 47 C.F.R. § 0291.
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Pursuant to s ection 1.103 of the Colmnis s ion's  rules , the grant is  effective upon relea se of this
Public Notice .9 Petitions  for recons idera tion under s ection 1.106 or a pplica tions  for review under s ection

For further information, please contact Erin Boone at (202)418-0064, or Renee Crittendon at
(202) 418-2352, Competition Policy Division, Wireline Competition Bureau.

- F C C -

9 See 47 C.F.R. § 103.

10 See 47 c.F.R. §§ 1106, L115.
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